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CITY OF COVINA
FINANCE ADVISORY COMMITEE
STAFF REPORT       

TO:	FINANCE ADVISORY COMMITTEE MEMBERS
FROM:	Dennis Swink, Interim Finance Director
DATE:	March 30, 2016
TITLE:  		Mid-Year Budget Review
RECOMMENDATION: 	Receive and file Mid-Year Report

BACKGROUND:	
The City Council adopted the FY 2015-16 budget on June 23, 2015.  The total budget was $68,818,207 with a General Fund budget of $33,198,207.  During the first eight months of this fiscal year, the Council has approved various staff recommendations for budget modifications to both revenues and expenditures.  This report reviews the current status of General Fund and other budget issues.  The report also summarizes additional revisions to the FY 2015-16 budget.


DISCUSSION:  
Last Fiscal Year Estimate.  Although the Comprehensive Annual Financial Report from last fiscal year won’t be completed until mid-April, there is enough information to make a pretty reasonable estimate of how the General Fund fared last year.  An unaudited statement of Revenues, Expenditures and Changes in Fund Balances for the General Fund is presented as Attachment A.  This was prepared based on all the adjustments we know of at this time.  It is likely these numbers will change somewhat when the final audit adjustments are posted but the final numbers should be pretty close to this.  The schedule shows last year’s General Fund revenues were $35,481,151 and expenditures were $32,740,267.  There were other financing sources of 28,425 for a projected increase in fund balance of $2,769,309.  There are several reasons for the projected increase.  Higher revenues, including one-time increases in miscellaneous and donations and a one-time adjustment to sales tax due to a reallocation of taxes from another entity.  Lower expenditures, due to reductions in general government, community development and capital outlay.  There are also some significant costs related to labor force reductions that were expected to hit last fiscal year but due to the final timing of those actions, were not incurred until this fiscal year.

Current Budget, year to date.  The 2015-16 Adopted General Fund budget included overall revenues of $33.3 million, expenditures of $33.2 million and a projected surplus of $95,700.  Total revenue and expenditure adjustments as of March 9, 2016 included $1,582,000 of increased revenues and $2,347,000 in higher expenditures resulting in a deficit of about $668,000.  The expenditure adjustments included the one-time purchase of the Banna Park property which used $1,641,864 from the General fund.  These changes are summarized on Attachment B.





Mid-Year Adjustments.  Staff conducted a review of general fund revenues and expenditures for the first half of the fiscal year and are recommending a number of budget adjustments for City Council consideration.  These include an additional $500,000 in sales tax revenue.  There are also $1.3 million in expenditures for a net increase of $801,000 in General Fund spending.  The revenue increase is due to the one-time bump in sales tax payments caused by the unwinding of the State’s triple flip mechanism that is being eliminated because of the early repayment of bonds approved under Proposition 57 in 2004.

Expenditure increases were the result of several factors.  Costs associated with the elimination of 22 positions include one-time leave and severance payouts of $434,000, unbudgeted personnel costs of $44,500 due to delayed layoffs of some positions and unemployment claims of $97,000 this fiscal year.  Because the layoff process took longer than originally anticipated, these costs were not incurred last year as originally anticipated.  There is also a $353,907 adjustment to the annual Fire contract with Los Angeles County.  A number of legal and consulting increases totaling $325,703 were the result of various work related to personnel issues, conditional use permit actions and document preservation activities.  New programs including establishment of a 5 year tree trimming cycle, staffing the new central reception desk, locking park restrooms at night, training for the Munis Finance system and additional legal notices amount to $46,955.  There are also a number of non-general fund changes recommended on the schedule including $77,000 in IT purchases and smaller adjustments in various other funds.  The proposed adjustments are detailed on Attachment C.

FISCAL IMPACT: 
If these changes are approved as recommended, the General Fund Balance will be reduced by $801,065 and the 2015-16 Budget will more closely match with anticipated expenditures for this fiscal year.  The General Fund impact of these changes are illustrated in Attachment D.

CEQA (CALIFORNIA ENVIRONMENTAL QUALITY ACT):
None.

Respectfully submitted,

_____________________________
Dennis Swink
Interim Finance Director


ATTACHMENTS:
Attachment A – Unaudited Statement of Revenues, Expenditures and Changes in Fund Balances

Attachment B – 2015-16 General Fund Balance detail Adopted & March 9, 2016

Attachment C – 2015-16 Mid-Year Adjustments
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